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THE COMMERCIAL DEATH RATE. 

By Albert C. Stevens. 



The field for investigation of social statistics opened by 
Bradstreet' s when it defined anew a " business failure," taken 
in connection with that journal's record and classification of 
the causes of failures and its determination of the approximate 
total business population of the United States, promises im- 
portant and hitherto unsuspected results. At this time the 
development of the inquiry has made comparatively little 
progress, but actual and prospective discoveries have been 
grouped which will claim attention from all students of social 
problems. 

The purpose of this paper is to furnish a brief record of 
the work of determining the real as well as the nominal com- 
mercial mortality rate and, incidentally, to indicate the direc- 
tion which future investigations are likely to take, together 
with the nature of results foreshadowed. 

The business population of the United States, for the pur- 
pose of this inquiry, consists of the total number of individ- 
uals, firms, and corporations reported by The Bradstreet 
Company, as having a distinctive position in the commercial, 
industrial, and financial world. Of these there were 989,420 
at the end of the calendar year 1890. The business popu- 
lation compared with the total actual population of the 
country is therefore very small, only about 1.6 per cent; ten 
years ago it amounted to only 1.4 per cent. But as business 
operations are conducted almost exclusively (in an executive 
sense) by (male) adults, manifestly a different comparison 
should be made. At the date of the Tenth Census the num- 
ber of male adults reported having business occupations 
was, in round numbers, 12,000,000, but the business popula- 
tion amounted to 703,000. or only 5.8 per cent of that num- 
ber. Ten years later, estimating the total number of (male) 
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adults in 1879-80 at approximately 16,000,000, the propor- 
tion forming the so-called business population of the country 
was 6.5 per cent. 

It is worth while at this point to examine the records of 
the Tenth Census as to the number employed in gainful 
occupations in 1879-80, in order to ascertain clearly what 
classes of occupations appear to be assigned a place in the 
business population. Among the general divisions of occupa- 
tions made by the census in 1880, the following approximate 
totals were included in what was regarded as the total busi- 
ness population at that time : — 

Totals, included Number of 
in " business (male) adults in 
population." eaeh division. 

1. Agricultural 5,500,000 

Dairymen, Florists, Nurserymen, Stock- 
raisers, etc., 27,000 

2. PROFESSIONAL AND PERSONAL SERVICES . 2,200,000 

Livery Stable, Hotel, and Restaurant 

Keepers, 47,000 

3. Trade and (4) Manufacturing . . . 4,300,000 

Agents, Newspaper Dealers, Packers and 
Shippers, Liquor Dealers, Banks, Bank- 
ers and Brokers, Traders and Dealers, 
and Manufacturing Concerns, . . . 590,000 
In addition, Miscellaneous and Individual, . 64,000 

Totals 1879-80, 728,000 12,000,000 

In the foregoing classification no account is taken of the 
vast (male) adult farming population, of employees in any 
line of business, of savings banks, insurance companies, of 
transportation interests, or of any purely speculative business 
enterprises. This classification, in connection with annual 
totals of mercantile failures, has been preserved for twelve 
years, and forms the field in which the study of statistics of 
commercial mortality has been undertaken; it is, as has been 
seen, a little plot, including not quite one million individuals, 
firms, and corporations in 1890, out of probably 15,000,000 
adults engaged in gainful occupations of any kind in that 
year. 
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The business population of the UnitecLStates each year, 
from 1879 to 1890 inclusive, with the total number of indi- 
viduals, firms, and corporations discontinuing business for 
any cause during those years, the net increase per annum of 
commercial, industrial, and financial "births," and totals of 
business failures reported, with percentages of the same to 
the total business population, are for the first time brought 
together in one exhibit as follows : — 



Calendar 
Year. 


"Total Business 
Population in 
United States. 


*Total Number 

Dropping out 

Each Year. 


•Net Total 

Number Added 

Each Year. 


Number 

Reported 

Failing 

Each Year. 


Per Cent Re- 
ported Failing 

to Total Busi- 
nessPopulation. 


1879 


703,000 


100,000 




6,652 


.94 of 1 p. c. 


1880 


733,000 


110,000 


30,000 


4,350 


.60 " " 


1881 


780,000 


110,000 


47,000 


5,929 


.76 " " 


1882 


820,000 


105,000 


40,000 


7,635 


.93 " " 


1883 


855,000 


110,000 


35,000 


10,299 


1.20 " 


1884 


875,000 


120,000 


20,000 


11,620 


1.32 


1885 


890,000 


145,000 


15,000 


11,116 


1.25 " 


1886 


920,000 


165,000 


30,000 


10,568 


1.15 " 


1887 


933,000 


170,000 


13,000 


9,740 


1.04 " 


1888 


955,000 


178,000 


22,000 


10,587 


1.10 


1889 


978,000 


209,000 


23,000 


11,719 


1.20 " 


1890 


989,000 


229,000 


11,000 


10,673 


1.07 " 



"Estimated in part. 

The determination of what constitutes the business popu- 
lation of the country was first undertaken by officials of the 
Tenth Census, with the co-operation of the Bradstreet Com- 
pany. Of the importance of the inquiry the census report 
said: 

"Another body of data of great value in making this in- 
vestigation consisted of the returns of the property invested 
in all branches of business, manufactures, trade, and banking 
as collected by one of the great mercantile agencies of the 
country, viz., that of the Bradstreet Company, which kindly 
consented to allow the census office to compile this matter 
from the reports made to them by their agents, on the sole 
condition that the names of the individuals and business 
houses concerned should not be made public. . . . Such 
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material, when used discriminatingly and carefully, not as 
being ultimate authority, but as data to be sifted and com- 
pared with data derived from independent sources, may be- 
come of great value in a statistical investigation like this. 
When it is considered that nearly a million corporations, firms, 
or individuals doing business were enumerated in this collec- 
tion, which embraced every kind of business in which credit 
is asked or received, whereas the census law makes no pro- 
vision for obtaining the capital invested in trade or banking, 
and obtains whatever it does get regarding the capital invested 
in manufactures at a great disadvantage on account of the 
reluctance of individual proprietors to disclose the facts of 
their business, it will appear that such a body of material 
might be made of much service in dealing with the question 
before us (the aggregate sum of wealth of the United States 
on June 1, 1880)." 

From the tabular exhibit in the foregoing it appears that 
from 1880 to 1890 the increase in the business population 
was 40 per cent, as compared with an officially reported in- 
crease of 24 per cent in the total population of the country. 
The total number reported failing each year has nearly 
doubled within the decade, but the practical uniformity of 
the number who fail each year, in proportion to the total busi- 
ness population, is striking, and reminds one of the remark- 
able results obtained by statisticians as to conditions under 
which the total number of marriages, suicides, deaths, births, 
and other social phenomena take place with greater or less 
frequency. Comparatively heavy additions to the number 
reported in business in the earlier portion of the past decade 
are due to the extraordinary expansion of exports, and to 
the "boom" in business in all lines incident to the vears 
1879, 1880, 1881, 1882, and to some extent in 1883. " For 
like reasons the number dropped annually from totals of 
business population from 1879 to 1883 was relatively small. 
At the close of 1883, a check to the extension of credits had 
hardly attracted general attention when early in the year 
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following (May, 1884) came the panic which brought with it 
a year and a half of trade depression and required another 
year of recuperation before another twelve-month of general 
commercial and industrial activity was experienced — in 
1887. Business was relatively quiet in 1888 and 1889, 
traders manifesting a disposition to await developments. In 
1890 trade was much more active, and, notwithstanding a 
financial panic at New York in November of that year, the 
twelve months must be regarded among the more prosperous 
of the entire decade. This brief reference to the state of 
general trade for ten years past, together with the growth of 
the business population, will account for much of the varia- 
tion in the total number of failures reported. 

At this point the inquiry arises, what is a " business fail- 
ure?" Heretofore the "failures" referred to have been of 
individuals, firms, and corporations which have not only not 
been successful, but which in each instance owed more than 
they could pay ; in other words, failures of those whose credi- 
tors suffered by the failures. But there are manifestly other 
business failures than those in which creditors as well as 
principals lose money. We have seen in the foregoing that 
within twelve years from 100,000 to 229,000 names of indi- 
viduals, firms, and corporations have been dropped annually 
from totals constituting the business population of the coun- 
try. So, as may be inferred, it is not unlikely that in the near 
future the attempt may be made to record business failures 
in which principals alone lose money (by impairment of capi- 
tal, by drafts on private resources, or by failure to make 
profits enough to constitute interest on investment) and pay 
losses and retire ; in a sense they may be said to die (a com- 
mercial or industrial death) and " make no sign." 

After thus re-defining a business failure, reference to the 
foregoing table causes one to wonder what proportion of the 
200,000 or more names of individuals, firms, and corporations 
dropping from the commercial and industrial ranks each year 
are failures. The answer to this, it is to be hoped, will be 
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made with some definiteness within a year or two, as the work 
involved is now under consideration by the institution which, 
by this contribution to social statistics, has shown how it has 
taken on in part a public character and function. 

It is worth noting that those having to do with the neces- 
sary daily, weekly, monthly, and yearly weeding out of names 
of individuals, firms, and corporations among those included 
in the total business population of the country recorded by 
the Bradstreet Company report that 66 to 75 per cent of the 
total, dropping out of business and ei'ased from the record 
each year, are actual discontinuances of business, — failures to 
succeed, — while the remaining 25 to 34 per cent consists of 
those making " changes in business," the element of success 
not being absent. This is a very broad generalization, yet to 
those who have been reporting this class of business changes 
year in and year out it is not unlikely that it includes a fair 
approximation to the fact. It may be taken, therefore, that 
the average annual number of names dropped from the 
records of the total business population within twelve years 
past is 142,000. Of this total, 75 per cent, or 106,500 is sug- 
gested as the proportion failing from all causes. If 9,256, 
the average annual number (heretofore classed as failures), be 
subtracted, the remainder, or 96.244, is the indicated probable 
average annual number "failing" in business without loss to 
creditors, — yet failing to make a success. Regarding this 
calculation as only approximate, it is found that, whereas 
the percentage of the average number failing each year (with 
liabilities in excess of assets) is 1.06 per cent of the average 
total in business, the percentage of those failing without loss 
to creditors is 11 per cent, and the proportion of both varieties 
of failures, per annum, to total in business is 12.1 per cent. 
If the proportion of two-thirds be used, of total actual failures 
to number in business, it will be found that 9.7 per cent of 
the 874,000 in business failed without loss to creditors. 

In the inquiry as to "causes of business failures," recently 
made public in Bradstreet 's, is found a novel and valuable 
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I. INCOMPETENCE. 



Percentages of the 
number and lia- 
bilities of traders 
failing primarily 
through faults of 
their own. 



B. 

Percentages of the 
number and lia- 
bilities of traders 
failing through 
influences prima- 
rily beyond their 
control. 



collection of data. The chief causes of business failures are 
divided into six leading classes, two of which are again 
divided as follows : — 

CAUSES OF BUSINESS FAILUBES IN THE UNITED STATES IN 1890. 

Per cent. 

1. Incompetence (unsuit- No. Liab. 
ability, incapacity) 18.8 12.3 

2. Inexperience 5.7 2.1 

3. LACK OF CAPITAL 37.9 26.1 

4. Unwise Granting of 
Credits 4.7 4.2 

1. Speculation (outside 
regular business) 5.6 11.2 

2 . Neglect (due to doubt- 
ful habits) 3.6 1.4 

3. Personal Extrava- 
gance 2.1 1.5 

III. FRAUDULENT DISPOSITION OF 
PROPERTY 3.9 3.9 

IV. DISASTER (flood, tire, crop failure, commercial 
crisis 12.7 24.3 

V. FAILURES OF OTHERS (of apparently solvent 
debtors) 2.4 11.9 

VI. SPECIAL, OR UNDUE, COMPETITION 2.3 1.2 



II 



NEGLECT OF 

BUSINESS. 



Results of the examination with reference to the United 
States, for the year 1890, are condensed into the following 
to form the basis of a new collection of social economic sta- 
tistics : — 

SUMMARY — business failures in the united states classified as to causes. 



Failures due to 



Incompetence 

Inexperience 

Lack of capital 

Reckless granting of credits . 

Failures of others 

Personal extravagance 

Neglect of business 

Undue competition 

Disaster, or commercial crisis 

Speculation outside 

Fraudulent disposition 

Totals 



No. 



2,005 
611 

4,052 
502 
257 
232 
390 
246 

1,358 
604 
416 



Assets. 



$10,656,524 
1,951,933 

23,601,043 
3,935,656 
9,745,954 
1,265,670 
1,223,198 
1,235,549 

28,627,846 
8,917,424 
1,604,828 



$92,775,625 



Liabilities. 



$21,545,326 
3,562,065 

45,818,994 
7,204,055 

20,790,648 
2,626,381 
2,411,502 
2.194,551 

42,650,814 

19,616,481 
6,612,069 



$175,032,834 
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The first three classes of causes of business failures, with 
sub-divisions, as arranged in the tabular view presented in 
the foregoing, refer, it is perceived, to inadequate training, 
wisdom, and capital possessed by those who fail. It is thus 
seen that more than four-fifths (82.3 per cent owing only 
62.7 per cent of the total liabilities) of all who failed in 
business in the United States in 1890 did so, primarily, be- 
cause of lack of equipment, either natural or acquired, men- 
tal or financial. 

Failures resulting from the three remaining causes, those 
caused in some way by what may be termed outside influ- 
ences, are seen to amount to only 17.4 per cent of the whole 
number, — about one-sixth, — yet their aggregated liabilities 
are equal to more than one-third of the whole amount, or 36.2 
per cent. 

The largest number of failures due primarily to any one of 
the foregoing causes was of those caused by lack of capital, 
which does not refer exclusively to traders with small capita], 
but includes as well those who tried to do more business than 
the capital available warranted. Such failures amounted to 
nearly 39 per cent of the whole number, but their total liabili- 
ties were only 26.1 per cent of the aggregate, indicating that 
by far the larger proportion of such failures (numbering 
4,052) were of traders with small or inadequate capital. It 
has been pointed out that nearly 90 per cent (9,572) of all 
the failures in 1890 were of individuals, firms, or corporations 
with #5,000 capital or less QBradstreet's, January 24, 1891), 
and the inference is that the remaining 5,520 traders with 
that capital or less did not fail on account of the lack of capi- 
tal, or of overtrading. The probabilities are that most of 
them will be found classified among the 2,616 who failed from 
a want of fitness for or experience in the ventures in which 
they were engaged, among the 1,358 who were overcome by 
disasters of one form or another, and to some extent among 
all or nearly all of the remaining classifications. 

Among the seven groups in Class A only one — failures 
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due primarily to speculation outside of the regular business 
— is found to carry a disproportionately large percentage of 
liabilities. This indicates that concerns of larger capital and 
some credit predominated among failures of that group. In 
the groups under Class B concerns lightly capitalizsd un- 
doubtedly predominated among those which failed primarily 
owing to undue competition, as indicated by the relatively 
small proportion of liabilities. But failures due to failures 
of debtors and to disasters (in many instances to financial 
stringency during the late months of 1890) were evidently 
made up to a noticeable extent of individuals, firms, or corpo- 
rations of fair credit, or better, and with considerable capital. 
The more conspicuous conclusions indicated by the fore- 
going are well calculated to attract attention : — 

1. That only one (male) adult in every 17 in business in 
commercial, financial, and industrial lines is engaged as chief 
executive, partner, or proprietor. 

2. That one in every 94, engaged in business as above, fails 
each year, with liabilities in excess of assets. 

3. That (in all probability) one in every nine (or ten) 
engaged in business, as described, fails each year, but without 
financial loss to others. 

•4. Aggregating failures of both varieties, it appears that 
one in nearly ever}' 8.2 have failed, on the average, each year 
during the past decade. 

5. And, finally, judging from the preliminary inquiry into 
causes of business failures, it would seem that 80 per cent of 
the failures where liabilities exceed assets are due primarily 
to faults of those failing, and are, therefore, proportionately 
larger than they may be in the future, when causes of mercan- 
tile failures have been more fully studied. 

The source of the foregoing information is the business 
community itself, — obtained by and given out through the 
Bradstreet Company, an organization engaged in recording, 
publishing, and defending the credit of solvent merchants 
and institutions throughout the world. 



